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On the Rates of Interest for the use of Money in Ancient and 
Modem Times. (Part IV.) By William Barwick Hodge, 
Vice-President of the Institute of Actuaries, and Fellow of the 
Statistical Society. 

[Read before the Institute, 30th April, I860.] 

In the former papers upon this subject' which I had the honour 
to lay before the Institute, I described the vehement controversy 
carried on in eariier ages as to the propriety of allowing any 
interest to be taken for the use of money, and I alluded to the 
discussion which, after interest to a limited extent had been allowed 
by law, arose as to the advantages to be derived from a reduction 
of the legal rate. 

I now propose to give some account of this latter discussion, 
and of the writers who took part in it. Among the foremost of 
them was Sir Josiah Child, whose works upon commerce were long 
held in high esteem, and even now retain a great reputation. 

To advocate a reduction to 4 or even 3 per cent, of the legal 
rate of interest (then at 6 per cent.), he wrote, in 1665, a Discourse 
concerning Trade. This tract was not published until 1668, and 
was then without the author's name — bearing the initials " J. C." 
only. It opens thus : — " The prodigious increase of the Nether- 
landers in their domestick and foreign trade, riches, and multitude 
of shipping, is the envy of the present, and may be the wonder of 

• Assurance Mag., Tolg. vi., vii., and viii. 
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all future, generations. And yet the means whereby they have 
advanced themselves are suflBciently obvious, and, in a great mea- 
sure, imitable by other nations." ' 

The writer then proceeds to enumerate the causes of their suc- 
cess, attributing it, principally, to their reputation for integrity in 
trade; their thrifty mode of living; their care to bring up their 
children, both sons and daughters, to have a full knowledge of 
" arithmetick and merchants' accompts ;" the superiority of their 
commercial code, with their use of a public register for recording 
transfers and mortgages of lauds ; and, lastly, " the lowness of 
interest of money with them." " This," he says, " in my poor 
opinion, is the caitsa causans of all the other causes of the riches 
of that people ; and that if the interest of money were with us 
reduced to the same rate as it is with them, it would, in a short 
time, render us as rich and considerable in trade as they now are."^ 

In support of this opinion, he urges the extraordinary increase 
in the prosperity of the country which followed the reduction of 
interest in the reign of James I. and in that of Charles II. 

The proofs adduced of this increased prosperity are abundant 
and striking enough, and form, indeed, the most valuable portion 
of the book. There is, however, little attempt to show the con- 
nection between the result and the causes assigned to it, beyond 
the expression of the writer's conviction — " that the bringing down 
of interest, from 6 to 4 or 3 per cent., will necessarily, in less than 
30 years' time, double the capital stock of the nation."^ 

The theory thus laid down was by no means new. Indeed, its 
resemblance to one propounded, with much greater ability, half a 
century before, by Sir Thomas Culpepper the Elder, in the Small 
Tract against Usury, already mentioned,* might lead us to suppose 
it to have been derived from that source, did not Child assure us 
his own Discourse was written before he saw Sir Thomas's tract. 
He spoke of it, however, with great admiration, and reprinted it 
with the second edition of his work in 1670, as well as with the 
collected edition of his writings in 1693.^ 

That the matter had already been much discussed is obvious, 
from the objections cited by Child and his attempts to refute them. 
He quotes also " Sir Henry Blount (an honourable member of His 
Majesty's Council of Trade), as having well said before the Lords, 
at the debate, that abatement of interest was the unum magnum 
towards the prosperity of this kingdom." ^ 

' Page 1. ^ Page 9. ' Page 16. ■• Assurance Mag. viii. 75. 

' London; 12mo. ' See Preface. 
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Sir Thomas Culpepper appears to have published, in 1641, a 
second Tract against Usury, to enforce the doctrines contained in 
the first. It is referred to in Child's Interest of Money Mistaken,^ 
and quoted in Macpherson's History of Commerce;^ but I have not 
seen it elsewhere mentioned. 

The same writer's son. Sir Thomas Culpepper the Younger, 
published, in 1668, A Discourse, shewing the many Advantages which 
will accrue to this Kingdom by the Abatement of Usury. The list of 
promised advantages proves the extraordinary delusions then exist- 
ing as to the power of legislation to increase national wealth. The 
reduction of interest was to " supply His Majesty's present wants ; 
in a short time double, if not treble, the yearly fruit and pro- 
duct of our lands; revive our dying manufactures; plentifully 
relieve the poor, by setting all our heads and hands to work ; pre- 
vent the fatal destruction of our timber; pay the debts of the 
whole gentry by timely sales ; make monie so easy to be borrowed 
that the lender must shortly pay the broker's conveyance ; rebuild 
London, profitably to the builder and speedily for the public ; and, 
lastly, inviolably establish the Crown of England, by the advance- 
ment of His Majesty's revenues, by the welfare of his subjects, and 
by making land the overbalancing scale of wealth and power." 
With amusing inconsistency, the author asserts, in another part of 
his book, that the reduction of interest to 6 per cent, during the 
Commonwealth was passed " by the grandees of that junta with a 
view to the utter oppression of the nobility and gentry." ^ For- 
getting, too, " the fatal destruction of our timber," he elsewhere 
asks, " Have we not in many places in this kingdom iron oare 
without end, with woods adjacent even to a nuisance ?" * 

Although the great majority of his contemporaries appear to 
have shared Child's opinions upon the subject, his Discourse soon 
called forth replies. One was published anonymously, in the same 
year (1668), under the title of Interest of Money Mistaken fi and, 
in 1669, appeared Interest at Six per Cent. Examined, by Thomas 
Manley, Gent. The former of these I have not seen; but the 
author seems to have pointed out, clearly enough, that the low rate 
of interest in Holland was not the cause, but the consequence, of 
the large capitals accumulated there by successful trade. " Low 
interest," says Manley, too, in his preface, " is both in nature and 
time subsequent to riches, and he who says low usury begets 
riches takes the efi"ect for the cause — the child for the mother — 
and puts the cart before the horse." 

I Page 10. 2 ii. 242. 3 See Preface. < Page 13. 

* jESncy. Brit.; 7th edit.; art., " Pol. Eco." 
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Child wrote a special reply to Interest of Money Mistaken, under 
the title of Trade and Interest of Money Considered, in the preface 
to which he noticed Manley's book. In this preface, which was 
printed with the collected edition of his works (Lond., 1693), as if 
it had been the general preface to the whole, occurs his celebrated 
aphorism — " That laud and trade are twins, and ever will wax and 
wane together. It cani^ot be ill with trade but land will fall, nor 
ill with land but trade will feel it.'' 

The frequent repetition of this aphorism during the discussions 
upon the Corn Laws, has led to a popular impression that Child was 
one of the early advocates of freedom in trade ; but this opinion 
has no real foundation. Indeed, the great authority possessed for 
so long a period by his name in commercial matters, arose from the 
fact that he was deeply imbued with nearly all the narrow prejudices 
upon which the so-called protective system was founded. ^ 

In addition to the egregious eiTor of believing that money 
could be made plentiful by Act of Parliament, he looked upon the 
Navigation Laws as England's Charta Maritima,^ proposed differ- 
ential duties of 50 per cent.^, and strenuously recommended that 
Ireland and the colonies should be restricted to trading with 
England only.* The ferocity with which he spoke of the "total 
ruin and extirpation " of our commercial rivals, the Dutch,^ could 
hardly have been exceeded in the worst ages of commercial bar- 
barism. It is true, he endeavoured to shake the popular opinions 
upon the subject of the balance of trade,*' but he was unable to 
perceive the error of the pi'inciple upon which those opinions were 
founded, and his inducement to the attempt, which, after all, was but 
a feeble one, was merely to defend the trade to the East Indies, 
from which a great part of his fortune was derived, and which 
could only be carried on by the exportation of bullion. 

That Child was an acute observer is obvious from his works, 
and it is certain that he had a high character for sagacity with his 
contemporaries ; but this would hardly be inferred from his reason- 
ing in support of his theories on the subject of interest, which 
is generally weak, oftentimes contradictory, and sometimes con- 
temptible. His notion, that the power, wealth, and populousness 
of the Jewish nation, in ancient times, were due to the scriptural 
prohibition of usury, was a strange crotchet to enter the mind of 
a trader.' 

In one place, he denies that there was any ground for the com- 

1 Hist, of Com. ii. 843. ' See Preface. 3 page 97. 4 p^ge 95. 

5 Page 10. « Page 135. ' Page 28. 
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plaints of the scarcity of money, alleging that people complained, 
partly because it was their nature to complain, and partly because 
they were " uneasie in matters of their religion." i In another, 
he asserts that the scarcity was entirely caused by the new trade 
of hankering, which enabled every man who could scrape £50 or 
£100 together to deposit it with a goldsmith ^ — as if goldsmiths 
would pay 6 per cent, upon money, merely to lock it up in their 
tills ! It is difficult to understand how such an idea could have 
been adopted by anyone acquainted with the commonest operations 
of trade. Manley, who was full of the prejudices of the day, 
attempted to account for the scarcity of money by the vast con- 
sumption of foreign commodities, and instanced the great increase 
in the importation of wines ; whereupon Child accused him of 
asserting "that abatement of use money brought in our drinking. "^ 

The author of Interest of Money Mistaken having objected that 
a reduction of the legal rate would lead to the withdrawal of large 
sums of foreign capital. Child's only answer is, " So much the 
better, for the borrower is always the slave of the lender." * 

Samuel Fortrey, also spoken of with great approbation by 
Child, published, in 1673, England's Interest and Improvement, 
recently reprinted by the Political Economy Club.^ This writer, 
who was gentleman of the bedchamber to Charles II., appears to 
have believed, that, by merely lowering the legal rate of interest, 
the nation might be converted from borrowers into lenders — 
asserting, that, by reducing the rate below that of other nations, 
they would make no profit on us by lending, but rather we on 
them.6 

Among the arguments against a high rate of interest urged by 
Culpepper the Elder, was one, that a hundred pounds, " managed at 
ten in the hundred, in seventy years multiplies itself to a hundred 
thousand pounds ;" and he thence inferred, that, if a hundred thou- 
sand pounds of foreigners' money be managed here at 10 per cent., 
it would in threescore and ten years carry out ten milUons.' There 
is rather an important mistake in this estimate, as the correct sum, 
according to the proportion stated, should have been one hundred 
millions, instead of ten millions. Child took up the same theme. 
He did not repeat Culpepper's error, which, however, he did not 

' See Prefece. 2 Ibid. ^ Ibid. " Page 17. 

' A Select Collection of Early English Tracts on Commerce, reprinted by the Political 
Economy Club; London, 1856; p. 211. I take this opportunity of expressing my high 
sense of the usefulness of this reprint, as well as of that, even more valuable, of the Select 
Tracts on Money; London, 1856. Both volumes are ably edited by Mr. McCuUoch. 

lUd., p. 246. 1 Child's R«print, p. 227. 
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coiTCct, speaking himself merely of the increase of ^100 to 
^6100,000 at the same rate.^ When the accuracy of his result 
was called in question, he went into a very elaborate calculation, 
and, by taking quarterly periods of conversion, showed that money 
at 10 per cent, doubled itself, within a fraction, in seven years. 
His mode of doing this was the cumbrous one of separately calcu- 
culating and adding the interest of each succeeding quarter.^ 
Neither he nor his opponents seem to have perceived that there 
was a very startling answer to this theory. 

It is clear that merchants only borrow money to carry on 
trade which they are unable to carry on without borrowing, and that 
unless they make a larger profit upon the loan than suffices to pay 
the interest of it, they must either leave off borrowing or become 
bankrupts. Merchants' profits are of course fluctuating and un- 
certain; and, if they were certain, it would be very difficult to 
ascertain their average amount. According to Adam Smith, double 
interest was in his time, 1776, considered in Great Britain "a 
good, moderate, reasonable profit." ^ Manley asserts his belief that, 
in 1678, all trades gained 15 per cent.,* which was considerably more 
than double the then legal rate of interest. Taking Adam Smith's 
estimate as correct, the borrowers at 10 per cent., referred to by 
Child and Culpepper, would make on the average 20 per cent, 
upon the money borrowed. Now, one hundred thousand pounds 
accumulated at that rate for seventy years, assuming quarterly 
periods of conversion, as in Child's calculation, would amount to 
nearly eighty-six thousand millions of pounds, a sum that leaves 
the contemptible hundred millions of accumulated debt very far 
behind. The answer is framed upon exactly the same principle as 
the assertion, and the extravagance of the one is a sufficient 
exposure of the absurdity of the other. The truth is, that the 
elaborate calculations about accumulation have nothing to do with 
the question ; but it is surprising how slight an acquaintance with 
the mysteries of compound interest — and Child's knowledge upon 
the subject does not appear to have been deep — will enable a man 
to bewilder the pubUc. 

Among the controversialists of the seventeenth century respect- 
ing interest, the latest and the most celebrated was John Locke, 
whose opinions were published in 1691 in a letter to a member of 
Parliament (most probably Charles Montague, afterwards First 
Lord of the Treasury and Chancellor of the Exchequer), entitled, 

' Trade, ^c^ Considered,^.!. ^Ibid.,f.9. ' Wea!tA of Naiiom, hook i., ch. 9. 
* Interest at Six per Cent, Examined. 
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Some Considerations of the Consequences of lowering the Interest of, 
and raising the Value of, Money. ^ 

The principal object of this letter was to refute the notions of 
Lowndes and others, who proposed to enrich the nation by raising 
the nominal value of the coin. The portion of it relating to interest 
is said by Locke to have been written twelve years before, when his 
attention had been called to the subject by the discussion then 
going on as to the advantage of reducing interest to 4 per cent. 
He goes fully into the question — " Whether the price of the hire of 
money can be regulated by law ?" — and, after stating his reasons 
for believing it cannot, delivers his opinion that the attempt would 
— 1, make the difficulty of lending and borrowing greater ; 2, pre- 
judice none but widows and orphans, whose estates lie in money ; 

3, tend only to increase the profits of brokers and scriveners ; and, 

4, lead to perjury and evasion. " People,'' he says, " who have 
their estates in money, have as much right to make as much of the 
money as it is worth (for more they cannot) as the landlord has to 
let his land for as much as it will yield."^ 

The works of Locke and Bacon stand out as gigantic landmarks, 
showing the progress of the human intellect during the interval 
between them ; and upon no subject had the growth of rational 
views been more remarkable than upon the one under consideration. 
The popularity of Locke's other writings, and the authority of his 
name, gave, no doubt, great weight to his opinions respecting 
interest; but the eflPect produced by them would probably have 
been much more beneficial if it had not been weakened by an incon- 
sistency that cannot fail to create surprise. 

A learned and lamented historian has made it a grave charge 
against Adam Smith, that he should have maintained, " in direct 
opposition to his own principles," that the rate of interest ought 
to be regulated by the State, particularly after Locke had taught 
" that it was as absurd to make laws fixing the price of money as 
to make laws fixing the price of cutlery or of broad-cloth." ^ 

The opinions respecting the limitation of interest, laid down 
in the Wealth of Nations, are, undoubtedly, among the very few 
blemishes to be found in that wonderful work; but, strange as 
it may seem, it is by no means improbable those very opinions 
were adopted in deference to the authority of Locke. At any rate, 
there is considerable injustice in this attempt to elevate him at the 
expense of Adam Smith, who will, perhaps, be held in some measure 

' Locke's Works; Lond., 1812; vol. v. - Page 11. 

'■> Macaulay's Hist. Eng. iv. 631. 
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excused for remaining unconvinced by Locke's reasoning, when we 
find that reasoning failed to convince Locke himself. This eminent 
writer did, indeed, show, by what appears to us overpowering logic, 
that laws regulating interest can only be ineffective and mischievous; 
but he, nevertheless, concluded thus — " What then ! should there 
(you will say) be no law at all to regulate interest ? I say not so ; 
for it is necessary there should be a stated rate : " and the reasons 
he gave were — 1, " that where contracts have not settled it between 
parties, courts of justice may know what damages to allow;"* and, 
2, " that dexterous and combining money-jobbers may not have too 
great a power to prey upon the necessity of borrowers." * The 
first of these reasons is quite inadequate, and the second gives up 
the whole question; for, with the exception of the disciples of 
Child and Culpepper, who had made the brilliant discovery that 
the way to increase the supply of a commodity was to diminish the 
profits of those who brought it to market, few persons ever con- 
tended for limiting the rate of interest, except from the absolute 
necessity of shielding needy borrowers from the grasping avarice 
of lenders. Dr. Johnson, indeed, once urged that the usury laws 
were required for the protection of creditors as well as of debtors, 
" for that, if there were no such check, people would be apt, from 
the temptation of great interest, to lend to desperate persons, by 
whom they would lose their money ; " ^ but this opinion is more 
likely to be admired for its ingenuity than for its soundness. 

While Locke hesitated thus in adopting the conclusions to 
which his arguments appeared inevitably to tend, there existed two 
contemporary writers who perceived the truth of those conclusions 
more clearly, and adhered to them more boldly. Sir Dudley North 
published, in the year Locke's work appeared (1691), Discourses 
upon Trade, principally directed to the cases of the Interest, Coynage, 
Clipping, and Increase of Money. This work is among the valuable 
reprints of the Political Economy Club,^ without whose aid it 
would probably have been lost to the public, as the author seems, 
soon after its appearance, to have consented, for some reason or 
other, to its suppression ; so that, according to his brother, who 
wrote his life, it was "utterly sunk, and a copy not to be had 
for money." * 

That this suppression was a great evil, there can be no doubt ; 
for no work has come down to us so well calculated to enlighten 
the public mind or to produce correct opinions upon the subject. 

' Page 63. ^ Boswell; Lond., 1847; p. 502. 

* Early Tracts on Commerce; Lond., 1856. ■• Ibid., Preface xii. 
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It is alike admirable for clearness, conciseness, and comprehensive- 
ness ; and is, indeed, a perfect model in every respect. 

North pointed out the true cause of the lowness of interest in 
Holland, and that " as plenty makes cheapness in other things, so, 
if there be more lenders than borrowers, interest will also fall; 
wherefore," he continues, " it is not low interest makes trade, but 
trade, increasing the stock of the nation, makes interest low." ' 

He, in some degree, disputes the facts stated by Child; for, 
while admitting that the rate of interest upon mortgages in 
Holland was as low as 3 or 4 per cent., he asserts, that "the 
current rate between merchant and merchant was 6 per cent." ^ 

" To be a landlord," says North, " or a stocklord, is the same 
thing; and the state may, with as much justice, make a law that 
lands which heretofore have been lett for ten shillings per acre 
shall not now lett for above eight shillings per acre, as that money 
or stock from 5 per cent, shall be lett for 4 per cent." ' 

Alluding to the diflference in the values of securities, he asks, 
" Shall any man be bound to lend a single person upon the same 
terms as others lend upon mortgages or joynt obligations?" add- 
ing, that the poor trader with a narrow stock, or none at all, 
suppUes himself by buying goods of rich men at time, and thereby 
pays interest, not at the rate of 5, 6 or 8, but 10, 12 and more per 
cent., which no law can prevent;* concluding with the sound 
maxim that, all things considered, it would be found best for the 
nation to leave the borrowers and the lenders to make their own 
bargains, according to the circumstances they lie under, and, in so 
doing, "follow the course of the wise Hollanders so often quoted." ^ 

In a postcript to the Discourses, the various projects for securing 
the advancement of trade by legislative enactments are charac- 
terised as follows : — " Thus we may labour to hedge in the cuckoo, 
but in vain ; for no people ever yet grew rich by policies : but it is 
peace, industry, and freedom that bring trade and wealth, and 
nothing else. ^ 

There is a great similarity between the reasoning of Locke and 
that of North, but it is in no degree probable that either of them had 
derived his opinions from the other. Their works were both pub- 
lished in the same year, although Locke's had been written so long 
before, and the diflference in their politics would eflTectually prevent 
any communication between them. It has been truly remarked by 
Lord Macaulay, " that if Locke had not taken shelter from tyranny 

> Page 511). 2 Page 518. ' Page 522. i Page 520. 

* Page 521. « Page 540. 
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in Holland, it is by no means impossible that be might have been 
sent to T3'bum, by a jury which Dudley North had packed.' 

Sir William Petty, the second of the two writers alluded to, in 
his Quantulumcunque concerning money, addressed to the Marquis 
of Halifax, contended, that laws limiting the rate of interest were 
as impolitic as it would be to enact laws limiting exchange, which 
he defined as interest of place.^ This work was published in 1682, 
after the remarks upon interest had been written by Locke, who 
could not, therefore, have adopted any hints from the Quantulum- 
cunque ; but Petty had advocated the same views at much greater 
length in his Treatise on Taxes and Contributions, published as 
early as 1662,^ the fifth chapter of which is dedicated entirely to 
the consideration of usury. In this chapter, after giving a similar 
definition of exchange as local usury. Petty says, in reply to the 
question. What are the natural standards of usury and exchange? — 
" As for usury, the least that can be is the rent of so much land as 
the money lent will buy where the security is undoubted; but where 
the security is casual, then a kind of insurance must be interwoven 
with the simple interest, which may advance the usury very con- 
scionably to any height below the principal itself; " * and he con- 
cludes, " I see no reason for endeavouring to limit usury upon time 
any more than usury upon place (which the practice of the world 
doth not), unless it be that those who make such laws were rather 
borrowers than lenders; but of the vanity and fruitlessness of 
making civil positive laws against the laws of nature I have spoken 
of elsewhere, and instanced in several particulars.'' ^ 

There occurs in this Treatise a singular and fanciful notion as to 
the relation between the rent and the selling value of land, which 
appears very extraordinary when proceeding from a person so well 
versed in such matters as Petty. The number of years' purchase 
of the rent the fee simple is naturally worth, he estimated at as 
many years as one man of fifty years old, another of twenty-eight, 
and another of seven years old, all being alive together, might be 
expected to live. " Now, in England," he says, " we esteem three 
lives equal to one-and-twenty years ; and, consequently, the value 
of land to be about the same number of years' purchase;" and, 
further on, he speaks of land selling in other countries for thirty 
years' purchase, " by reason of the better titles, more people, and, 
perhaps, truer opinion of the value of three lives." " 

■ Hist. Eng. iv. 630. ^ Select Tracts on Money, pp. 156, 157. 

3 See Petty's TracU; Dublin, 1769; pp. 1 to 88. * Chap. v. 3. 

» Chap. V. 37. ° Chap. iv. 19, 20, 22. 
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Although Petty may not have written upon the subject of 
interest with the force and clearness of North or Locke, he is 
undoubtedly entitled to the credit of having been the first English 
writer — and, so far as I know — the first writer of any nation who 
advocated the removal of all legal restrictions upon the rate. 

He suggested too, in his Quantulumcunque, the advantage of 
" keeping all accompts in a way of decimal arithmetick/' ^ The 
discovery of decimal fractions towards the close of the sixteenth 
century, with that of logarithms at the commencement of the 
seventeenth, seem speedily to have suggested to mathematicians 
the advantages of a decimal subdivision of all units of quantity. 
Edmund Wingate, described by Dr. Hutton as the clearest writer 
upon arithmetic in the English language, pointed out in his 
Treatise of Arithmetic," ^ that under such an arrangement the 
science would be taught with much more ease and expedition ; but 
added, in a prophetic spirit, " it is improbable such a reformation 
will ever be brought to pass." 

North and Petty were considerably in advance of their contem- 
poraries upon most other subjects, and they were alike remarkable 
for the soundness of their opinions respecting money. 

They not only showed, in the clearest manner, the absurdity 
and mischievous tendency of the proposals for raising the nominal 
values of the current coins, made by persons who thought that the 
wealth of the nation could be increased by merely calling a six- 
pence a shilling, but they both attacked the laws for preventing 
the exportation of coin and bullion. 

Petty asserted that these laws were contrary to the laws of 
nature, and impracticable; and boldly laid down the principle, then 
entirely new, that a nation was not always less wealthy for having 
less money.3 " No man," said North, " is the richer for having 
his estate all in plate, money, &c., lying by him ; but, on the 
contrary, he is for that reason the poorer." * 

The numerous statutes enacted, and the various penalties im- 
posed, by the English Legislature, to prevent the exportation of 
bullion and the melting of the current coin, are sufficient evidence 
of the importance attached to these objects and the difficulty of 
attaining them.^ 

These attempts arose out of the delusion that wealth consists 
of money alone ; and that a nation, therefore, can only become rich 

' Sdect Tracts, p. 166. = Lond., 1658; p. 233. 

2 Sehet Tracts on Money, p. 165. ■* Early Tracts on Commerce, p. S25. 

« Hist. Com. i. 463, 464, 474, fill, 529, 530j ii. 43. 
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by accumulating the precious metals — a delusion lying at the root 
of nearly all the errors that have prevailed respecting commerce, 
and one still existing in the minds of many, as is evident from the 
opinions frequently published. 

A long period elapsed before any considerable portion of man- 
kind could be brought to perceive that the value attached to gold 
and silver arises principally from the facilities they aiford for the 
exchange of commodities, and is founded upon the same principle 
as the value attached to canals, roads, ships, and carriages, on 
account of the facilities they afford for the transport of merchandise ; 
and that to accumulate more money than is required for the purposes 
of exchange, would be nearly as unwise as to construct more canals, 
roads, and ships or carriages than can be employed; for, as these 
are worthless where there is nothing to transport, so money is 
nearly valueless where there is nothing to be exchanged. 

Money, in fact, is to trade what oil is to the steam-engine. 
Without complete lubrication, the engine can never be worked to 
its full power ; but all the oil in the world would be insufficient to 
keep it in motion if the real prime mover, the steam, were wanting. 

A due regard to these considerations will show, that a nation 
not producing the precious metals, having once procured a sufficient 
supply for the purposes of exchange, can have no further occasion 
to import those metals except for repairing the diminution of its 
coinage from wear or from accidental losses, or for supplying the 
gradual increase of its circulating medium, required by the growth 
of its internal trade. The quantities necessary for these purposes 
must, however, always be insignificant, as compared with the total 
amount of its commerce.* 

' The annual supply necessary to meet the demand for an increasing currency of 
gold and silver can hardly ever be large. If the quantity required of any article of con- 
sumption, such as sugar, were to be gradually doubled in seventy years, the importation 
of sugar in each year would go on increasing imtil it became twice as great as at first; 
but a constant annual importation, or balance of imports over exports, of less than 1 per 
cent upon the amount of precious metals in circulation, would double that amount in 
seventy years, supposing no losses to accrue from waste or accidents. A celebrated 
writer, Mr. McCuUoch, has estimated (Ency. Brit.; 7th edit. ; art., " Money") the annual 
cost to Great Britain of a purely metallic currency of fifty millions sterling at three 
millions and a half, or 7 per cent — allowing 6 per cent, per annum for loss of profit upon 
the capital sunk, and 1 per cent, for losses " from wear and tear, from fire, shipwreck, and 
other accidents." This estimate for a currency purely metallic is, I think, much beyond 
the truth ; but, at any rate, it is entirely inapplicable to a mixed currency of gold and 
paper, such as that of Great Britain, of the cost of which it may be possible to give some 
idea. We know, from experience, that the loss from the wear of our gold coinage is 
very small. The sovereigns struck in 1819 were, in the course of twenty-five years, 
depreciated in value, by diminution of weight, to the extent of about two-pence each. 
This was at the rate of less than 4 per cent, in a century, or of 004 per cent, annually. 
The risk of the destruction of money by fire must evidently be much less than that of the 
destruction of immovable property, which, if not specially hazardous, may be insured 
against for an annual premium of Is. 6rf. ( = 0-076) percent, a r.-ite that, besides the 
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Importations for objects of luxury, or for use in the arts, are 
here left out of consideration, as not aflFecting the circulation. 

There are, indeed, some countries, a large portion of whose 
foreign commerce consists in the importation of bullion in exchange 
for native productions ; but these are among the countries which, 
in proportion to their population and their natural resources, are 
the poorest, and have the smallest external trade — countries where 
the remuneration of labour is at the lowest, and interest of capital 
at the highest, rates. 

The constant flow of bullion to the East is one of the com- 
mercial phenomena that has occupied the attention from the earliest 
period, when the principles of trade became a subject for discussion, 
and can only be accounted for by the prevalence of the habit of 
secret hoarding, so common among oriental nations. 

This habit may be in some degree attributable to the combina- 

fund necessary to meet losses, covers a considerable expenditure, with, sometimes, large 
profits to Assurance Companies. Destruction of coin by fire, therefore, can hardly 
exceed 6d. (0025) per cent, per annum upon the circulation ; and its destruction by other 
modes, exclusive of shipwreck of foreign importations, is, probably, not greater. Thefts 
of money, although productive of losses to individuals, do not cause any diminution of the 
coinage, the object of those who steal money being to put it into circulation as soon as 
possible. Losses from shipwreck are, undoubtedly, the most important, but a small frac- 
tion only of these is chargeable to the home circulation. The enormous foreign commerce 
of this country gives birth to a very large transit trade in bullion, which is certainly 
liable to considerable losses fh)m shipwreck; hut this trade would still be carried on 
whatever might be the nature of the national currency, which is only feirly chargeable 
with the losses upon the importations of the precious metals necessary to keep it up. 
There is, indeed, the loss from shipwreck of coin carried coastways, but this must evi- 
dently be trivial, and may be included in the destruction from various accidents, estimated 
at about equal to the destruction from fire. It would be a high estimate to take the 
losses from shipwreck upon foreign importations at 2 per cent, for each voyage. 

There appears to me to be an important fallacy in charging a metallic currency at so 
high a rate of interest as 6 per cent. Investments in the precious metals, so fer as the 
safety of the principal is involved, are, undoubtedly, the most secure, and for that reason 
ought only to be charged at the most favourable rate which the best investments command. 
This rate in England has been, on the average of the last 130 years, lower than 4 per 
cent., and for securities immediately convertible, like money, very much less. Four per 
cent., then, seems to me to be the highest rate of interest that can be charged against the 
capital sunk in a metallic currency, the total annual cost of which as at present used in 
Great Britain would, I think, be estimated, with tolerable correctness, as follows : — 

Annual loss from wear upon SO millions, at 0"04 per cent . £20,000 

Annual destruction by fire ( = 0'02S) and other accidents 
( = 0"025), including shipwrecks of coin carried coastways, 
0-050 per cent. 25,000 

Annual loss from shipwreck upon foreign importations neces- 
sary to keep up the circulation, £47,368, at 2 per cent. . 947 

Annual expenses of importations, 3 per cent 1,421 

Total cost of importations 47,368 

Interest on capital employed, £50,047,368, at 4 per cent. 

per annum 2,001,895 

Making the total annual cost . . . £2,049,263 

Which is, upon a circulation of 60 millions (4'099=) £4. 2s. per cent.; leaving the 
cost, exclusive of interest upon the capital employed, at 2s. per cent, per annum only. 
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tiou of timidity and faithlessness characteristic of so large a portion 
of the Asiatic races, such qualities being eminently calculated to 
engender in the mind distrust and suspicion of others ; but it is, 
no doubt, principally due to the state of insecurity that rendered 
it for so many ages in all, and still renders it in some, of those 
countries impossible to embark capital in such extensive under- 
takings as can only be profitably carried on under regular and 
orderly governments. 

Whatever the motive for the habit, it must be productive of 
enormous losses to the nations by whom it is practised. 

Out of the erroneous ideas alluded to respecting money, grew 
the notion of the importance of a favourable balance of trade. 

The " balance of trade'' is a term for the difference in value 
between the exports and imports of a nation ; and it was long held 
almost universally that prosperity in commerce consisted in having 
a favourable balance, or a preponderance in the value of exports, as 
it was supposed that an excess of imports would have to be paid for 
by the exportation of bullion. 

Upon this theory was founded the whole system of protection, 
as it once existed in our own country, and as it now exists in most 
other countries, including bounties upon exportation, and differ- 
ential and prohibitive duties upon importation, with all the long 
train of devices invented by men in the vain endeavour to sell to 
other nations without buying of them in return. Yet, as is most 
remarkable, the fallacy of the theory is one of the few propositions 
in political economy admitting of complete demonstration. 

If an English merchant send a cargo of commodities to a 
foreign country for sale, and for the investment of the proceeds in 
goods to be imported into England, it is clear, if the transaction be 
profitable, that the value of the goods so imported must cover — 
1, the value of the goods exported ; 2, all the expenses attendant 
upon the transaction ; and, 3, the merchant's profit, including the 
interest of his capital while so employed. Now, if this be true, as 
it most undoubtedly is, of the transactions of each individual, it 
must be equally true of the aggregate of all the transactions in 
which the nation is engaged.^ Thus what is called an " adverse 
balance of trade" may exist to a considerable extent without a single 

' Let E, represent the value of the exports in the transaction referred to in the text, 
Iv the value of the imports, x the expenses of the speculation, i the interest of the capital 
employed, and p the profit obtained beyond the interest. Then if, as has been assumed, 
the transaction be a profitable one, I,=E, + » + !+p, or J,—E,=!X + i+p; that is to say, 
the surplus value of the imports is the fund out of which expenses, interest, and profits 
are to be paid. Now, « +8 being a fixed quantity, it is evident that ;>, the profit. 
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farthing being required to liquidate it; and, so far is it from being 
an evil, that it is the essential condition of an extensive commerce, 
for without it such a commerce could not be carried on at a profit, 
and therefore would not be carried on at all. 

It seems astonishing that conclusions so simple and obvious 
should have been so long neglected ; but still more astonishing are 
the wild and extravagant assertions we constantly meet with, as to 
the effect of the balance of trade in causing the transference of 
bidlion from one country to another. 

Samuel Fortrey, in his England's Interest and Improvement, 
asserted that, in 1673, the trade between England and France was 
a clear loss to the former of £1,600,000 annually* — a sum that, in 
about 10 years, would have cleared the country of the whole of the 
precious metals then in circulation, if Dr. Davenant's estimate of 
their total amount formerly quoted be correct.^ 

The annual balance of trade in favour of this country, for the 
four years preceding January, 1796, was estimated by Mr. Irving, 
then Inspector of Imports, at ^610,500,000, exclusive of the profits 
of the fisheries. Macpherson, who copied the statement with per- 
fect faith, expressed, with amusing simplicity, his surprise that so 
large an influx should not have caused any apparent increase of the 
money in the country.^ Sir Archibald Alison, in his History of 
Europe (2nd series), asserts, that in this country the balance of 
imports over exports " has of late years risen to thirty or forty 
millions a year," and that " this immense balance must, of course, 
be paid in cash or bills convertible." * In support of this assertion, 
the writer quotes figures from Porter'' s Progress of the Nation, 
which, if correct, would prove that the balance referred to amounted 

increases as the excess of I, over E, increases. If I,=E, + « + « only, there will be no 
profit; and if I, be less than E, + « + «', there will be a loss, which will be greatly in- 
creased if I, be less than E., the state of things considered so desirable by the believers in 
the old doctrine about the balance of trade. In the foregoing equations, « + i is supposed 
to be due to the English exporter ; but if the expenses were paid, and the capital fur- 
nished by the foreign merchant, x + i would be deducted from the return cargo, the 
value of which (z being taken as the total cost of it in the foreign market) would then be 

\,—x-\-i. — =E, + Pi, and the excess in value of the imports, as well as the amount 

z 

of profits (pi), would be thereby diminished. It generally happens, however, from the large 
capitals possessed in England and the fecilities they afford, that the greater portion of the 
expenses and interest upon our foreign trade is payable in this country. The freights, 
both outwards and homewards, are, in the majority of cases, paid in England; the 
assurances are principally effected here, and the capital employed being for the most part 
English, the bulk of the interest thereon has to be incUded with the profit of the English 
merchants. All these elements of commercial superiority tend, as has been shown, to 
swell the excess in value of imports over exports, or the balance of trade against England, 
as it is often erroneously called. 

> Early Tracts, p. 234. ' Assurance Mag. viii. 68, Note. 

' Hist. Com. iv. 414. •* Vol. vi., chap. xxxv. 6. 
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in the course of the five years ending with 1849, to upwards of 
158 millions sterling. The errors in this quotation are such as 
will appear incredible to those unacquainted with Sir Archibald's 
habitual inaccuracy, and even in those with whom it has become 
proverbial will excite surprise. To explain fully all his mistakes 
would be too tedious; I therefore print below, with totals added by 
myself, Porter's original table, and that published by the historian,^ 
from which it will be seen that the latter has jumbled together official 
and declared values, in a manner that could never have been done 
by anyone with the slightest pretension to a knowledge of British 
statistics, or who had even taken the trouble to read Porter's explana- 
tion of the table printed on its opposite page. The most extra- 
ordinary thing in the case, however, is, the entire omission of all 
notice of the value of foreign and colonial goods re-exported, which 
amounted, during the five years quoted, to upwards of 96 millions, 
and ought, as a matter of course, to have been deducted from Sir 
Archibald's balance of 158 millions — an amount that, after this 
correction, would still be entirely untrustworthy. 

' Extract from Porter''s Taile. — Proffress of the Natum, 3rd edition, p. 366. 



Yeabs. 


Official Vaide. 


Real or declared 

Value of 

British and Irish 

Produce and 

Manufactures 

exported. 


Imports of 

Foreign and Colonial 

Mercliandise. 


Exports of 

Foreign and Colonial 

Merchandise. 


Exports of British 
and Irish Produce 
and Manufactures. 


1845 
1846 
1847 
• 1848 
1849 


£ 
85,281,968 
76,953,875 
90,921,866 
93,547,134 
105,874,607 


£ 
16,280,870 
16,296,162 
20,036,160 
18,368,118 
25,561,890 


£ 
134,599,116 
132,288,345 
126,130,986 
132,617,681 
164,539,504 


£ 

60,111,081 
57,786,875 
58,842,377 
62,849,445 
63,596,025 


451,579,440 


96,543,195 


690,176,632 


293,186,803 



Table puUished by Sir A. AlUon. — Hist. Europe, vol. vi., chap. xxxt. 6. 



Tears. 


Exports. 


Imports. 


Balance. 


£ 

1845 
1846 
1847 
1848 
1849 


£ 

60,111,081 
67,786,875 
68,849,377 
62,849,465 
63,596,025 


£ 
86,281,958 
75,953,875 
90,921,586 
93,547,134 
105,874,607 


£ 

25,170,877 
18,266,700 
32,072,505 
40,657,869 
42,278,682 


293,192,813 


461,679,160 


158,446,623 



Porter's Progress of the Nation, 3rd edition, p. 356. 
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These enormous errors may have resulted from mere negligence, 
but such negligence is hardly less culpable than dishonesty; and it 
is impossible to speak of it with too much severity, when we reflect 
upon the solemn duties assumed by historians, from whose state- 
ments of facts and of opinions the great bulk of mankind, less 
happily situated for inquiry, deduce the principles that govern their 
conduct under circumstances materially affecting their happiness 
and security, their property, their freedom, and their lives. 

I have dwelt at some length upon this instance, because it is 
one of a class of cases giving rise to a very common, but very 
foolish assertion, that " anything may be proved by figures." The 
public frequently find conclusions revolting to their common sense, 
supported apparently by an array of numbers, the accuracy of 
which they are unable or unwilling to test, and they impute to a 
most useful and valuable science defects arising solely from their 
own want of industry or of intelligence. 

The science of statistics is as essential to the statesman as the 
compass to the navigator; but the science of statistics does not 
consist, as seems to be supposed by many British writers, and even 
by some British senators, in merely searching numerical statements 
for the purpose of picking out such figures only as may appear to 
favour the inquirer's opinions. 

It may be supposed that a question so frequently and so 
earnestly discussed as the reduction of interest, could not fail to 
attract the attention of the Legislature. 

It remained, however, unnoticed in Parliament from 1668 to 
1690. On the 10th October in the latter year (2nd William and 
Mary), the House of Commons, without a division, resolved that 
leave should be given to bring in " A Bill for the reducing of 
Interest of Money from Six pounds to Four pounds per cent. ; Sir 
Edward Hussey, Sir Matthew Andrews, and Mr. Papillon to pre- 
pare the same." i The Bill was read a first time on the 13th 
October,'^ but the second reading was negatived on the 26th No- 
vember following, by a very narrow majority, the Yeas being 155 
and the Noes 158.* Another attempt was made in the following 
year, 1691, when the House granted, by a majority of 131 to 105, 
leave to bring in a Bill to lessen the interest of money. The Bill 
was introduced on the 14th November, and read a first time. On 
the 8th January, 1691-2, it was read a second time, without a 
division, and the question — "That the Bill be committed," was 
carried by 169 to 153. The third reading took place on the 

' Commons'' Journals x. 4.'53. ° Ihid. x. 440. ^ Ibid. x. 484. 

VOL. IX. <i 
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23rd January, after a division, the numbers being — Yeas 150, Noes 
101 ;i and the Bill was sent up on the 25th to the House of Lords, 
where it was read a first and second time, and referred to a com- 
mittee composed of sixteen earls, seven bishops, and thirteen barons. 
Among the last was Loi'd Culpepper, a neitr relative of the two 
writers of that name, whose works have been described. 

No progress having been made with the measure, the House of 
Commons, on the 17th February, sent a message to their Lordships, 
reminding them of the Bill. The receipt of the message is entered 
in the Lords' Journals, but no further notice was taken of the sub- 
ject, which was terminated by the prorogation of the two Houses 
on the 24th of the same month.'^ 

Another Bill, for the same purpose, was introduced into the 
Lower House on the 25th February, 1697-8,^ but it did not reach 
a second reading ; and this was the only attempt to reduce the 
legal rate of interest made for a period of more than twenty years 
after the publication of Locke's treatise. 

It may have been partly from deference to his authority that 
so little was done upon the subject, but the principal cause was 
probably the great demand for money produced by the war with 
France which followed the Revolution. The high rates of interest 
charged for loans to the Government about this period are evidence 
rather of the low state of its credit than of the scarcity of money. 
In 1662, according to Samuel Pepys, the only funds available for 
the purposes of the navy were obtained at 15 and even 20 per cent, 
from the goldsmiths,* who, in 1665, refused, as he informs us, to 
lend to the King at 10 per cent.^ Nevertheless, the East India 
Company, in the latter year, were able to borrow at 4 per cent. ;^ 
and, in 1680, obtained money at the low rate of 3 per cent.,^ 
although, by an Act of Parliament passed in 1679 (31 Charles II., 
c. 1), 8 per cent, was offered for advances made to the Exchequer.^ 
Towards the close of the 17th century, a striking proof of the 
accumulation of capital that had taken place was afforded in the 
first of those examples of monetary excitement, amounting almost 
to insanity, which since that period have been phenomena of 
periodical recurrence in the history of English commercial finance. 
In the year 1680, several projects for the remunerative employment 
of capital were started; but the mania did not reach its height 
until about the year 1694, when the public were overwhelmed by 
projects of every possible description. To go into details upon 

• Comnwns' Journals x. .550, 552, 616, 629. ' Lords'' Journals xv. 49, S3, 56, 80. 
' Commons Journals xv. 23, 129, 145. " ZHmy; Lond., 1858; i. 374. * 74;^. ii. 250. 
' OiiUl's Worh, ji. .H5. ' Hist. Commerce ii. 597. ' Slatutcs oftlif. Realm v. 75(1. 
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the subject would carry me far beyond the Hmits of the present 
sketch, were I even disposed to venture upon the description of 
a scene already depicted by the master-hand of Lord Macaulay.^ 

The peculiarities of the time were brought on the stage 
(a.d. 1693) in Shadwell's posthumous comedy of The Volunteers ; 
or, the Stock-Jobbers,'^ from which we may learn that the tricks and 
manoeuvres that have sometimes characterised our money trans- 
actions in recent times were thoroughly understood and practised 
at a comparatively early period. The illustrious historian whose 
descriptions I have referred to, points out, in reference to this 
play, that, contrary to the general opinion, the arts of stock- 
jobbing arose in this country before one farthing of the national 
debt had been contracted.' The title of Shadwell's comedy is an 
incongruity, and the portion relating to share speculations does not 
seem to have formed part of the original design, but to have been 
an after-thought, arising out of the circumstances of the time. He 
attempted to throw the odium of stock-jobbing practices entirely 
upon the Nonconformists ; but we have had sufficient experience in 
our own day that the contagion of credulous avarice which leads 
to such outbreaks is not confined to any rank, age, sex, or party. 

Great as have been the losses, the suffering, and the discredit 
incurred by the nation upon the occasions referred to, they have 
not been entirely unmixed with good — some most important and 
valuable undertakings having arisen out of them.* 

During the excitement of 1694 was planned and established 
the Bank of England, which has, since that date, been inseparably 
connected with the financial and commercial history of the country ; 
and, although occasionally imperilled by injudicious management, 
has, upon the whole, been conducted with wonderful skill and 
remarkable integrity. 

' Hist, of Eng. iv. 320. Those who wish for further information may also consult 
Macpherson (Hist. Commerce ii. 670). ^ London, 1720. 

* Hi^. Eng. iv. 323. The etymology of the word " stock-jobber" is sufficient to show 
that it was not derived from the national debt. Stock originally meant a capital em- 
ployed in trade or in productive industry, and to purchase shares in the stock of the 
East India Company, of the Bank of England, and so forth, was therefore a perfectly 
correct expression ; but it was not usual to call taking the assignment of a mortgage or of 
a debt " purchasing stock." The debts of the Government, however, becoming transferable 
in the same manner as shares, and being dealt in by the same persons, were included in 
the general denomination of " stocks," and that term is now, in the money market, confined 
entirely to public debts, while shares in the stocks of public Companies are called merely 
*' shares." 

* Many years ago, I met, in a public library, with a bulky volume, consisting of the 
prospectuses of various projects bound up together, and labelled " Some of the bubbles of 
1825." Among the projects thus described, was one that has since been productive of the 
greatest and most rapid advance in the social condition of mankind eifected since the first 
dawn of civilisation; it was the plan of a Company for constructing a railway between 
Liverpool and Manchester. 

<i 2 
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The question of establishing a national bank had been dis- 
cussed for some time in England, as was natural from the great 
success attained by some similar institutions upon the continent, 
particularly by the Bank of Amsterdam,^ which, although founded 
so late as 1609, had already, by the magnitude of its transactions 
and the extent of its resources, excited the wonder of the age. 

Sir William Petty, in his Quantulumcunque concerning money 
(1662), recommended a public bank, asserting we should thereby 
double our coined money, and that we had in England materials 
for a bank that might furnish stock enough to drive the trade of 
the whole commercial world. '^ 

Doctor Hugh Chamberlayne, who subsequently projected the 
abortive Land Bank, attempted, but unsuccessfully, in 1683, to 
establish a bank for the circulation of bills of credit on merchandise 
to be pawned therein.' 

The prejudices of a large portion of the public, however, set 
strongly in a contrary direction. Lord Bacon alludes to the feeling 
upon the subject in his time in his Essay of Usury, where he says, 
" Not that I altogether mislike banks, but they will hardly be 
brooked because of certain suspicions." 

The public feeling, indeed, was against bankers generally, who 
were objects of popular dislike as money-lenders, and of popular 
envy for the great wealth many of them had rapidly acquired. 

Strong evidence of this is to be found in an Act passed in 1671 
" for raising a supply for His Majesty." The second section of this 
Act (22 & 23 Charles XL, cap. 3), after reciting " that several 
persons, being goldsmiths and others, by taking or borrowing great 
summes of money and lending out the same again for extraordinary 
lucre and profit, have gained and acquired unto themselves the 
reputation and names of bankers," enacted, that all bankers, for 
every sum of j6100 they possessed of personal estate, should pay 
fifteen shillings to the king ; the same rate was ordered, by the 
third section, to be paid upon all money lent to the king at a higher 
rate of interest than 6 per cent, per annum; while the seventh 
section laid a tax of six shillings only upon every sum of j^lOO 
of personal estate of other kinds. Those who might advance 
money on security of the taxes imposed by the Act were to be 
allowed interest at 7 per cent., which was specially exempted from 
the extra charge.* Under this Act, then, bankers and persons who 
had lent the King money at a higher rate than 6 per cent., such 

' Hist. Com. ii. 153. * Sdeet TracU, p. 165. ^ ^^_ c<nn. ii. 612. 

^ Saiutes of the Keatm v. 693. 



I860.] in Ancient and Modem Times. 81 

persons being principally bankers also, were taxed upon tbeir per- 
sonal estates at a rate 150 per cent, higher than the rest of the 
community — a most unjustifiable act of spoliation, which appears 
to have escaped hitherto the censure of history. 

The bankers were accused of causing the scarcity of ready 
money by their dealings in exchanges, a charge very skilfully met 
and refuted, in his England's Treasure by Forraign Trade,^ by 
Thomas Mun, one of the ablest among the early English writers 
upon commerce. Sir William Petty, although remarkably free 
from the prejudices of his day, appears to have been disposed to 
speak slightingly of the integrity of bankers. In answer to the 
question, " What is the trade of a banker t" he says, " Buying 
and selling of interest and exchange ; who is honest only upon the 
penalty of losing a beneficial trade founded on the good opinion of 
the world, which is called credit."^ 

Very little opposition was offered in the Commons to the Bill 
for establishing the Bank of England, but it was fiercely contested 
in the House of Lords, where, however, it was carried by a 
majority of 43 to 31,^ eight peers signing a protest against the 
portion relating to the incorporation of the Bank.* It seems very 
probable that this portion would have been rejected had it not 
formed part of a Bill of Supply, which the peers were unable to 
amend, and afraid, from the state of the public finances, to throw 
out. The Bill (6 Wm. and Mary, cap. 20) received the royal 
assent on the 35th April, 1694,^ and was entitled "An Act for 
granting to their Majesties severall rates and duties upon tunnage 
of shipps and vessells, and upon beere and ale and other liquors, 
for securing certain recompenses and advantages in the Act men- 
tioned to such persons as shall voluntarily advance the sum of 
fifteen hundred thousand pounds towards the carrying on the war 
against France."^ In consequence of the title of the Act, the new 
establishment was called, in derision, the " Tunnage Bank."^ Its 
capital was fixed at one million two hundred thousand pounds, 
the whole of which was to be lent to the Government at what Lord 
Macaulay says was "then considered the moderate interest of 8 per 
cent.,''^ a further allowance being made for management of £4,000 
per annum, which increased the interest to 8J per cent, in all. 

This accommodation was the real inducement for passing the 
measure, both with the executive and the two Houses of Parlia- 

' 5efec< Traces, pp. 164 to 167. ^Ibid.f.X^l. ^ jjacaulay iv. SO 1 . 

■• Lords' Jourtiab xv. 423. * Ibid. xv. 426. « Statutes of the Realm vi. 483. 

' Macaulay iv. 499. '^ /bid. iv. 49!i. 
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ment. That the scheme of the Bank was popular among the 
monied classes is evident from the fact that the whole capital was 
subscribed in ten days,i although the Government found it difficult 
to raise money at 8 per cent, by any other means. 

This loan from the Bank of England was the first instance of 
the grant of perpetual redeemable annuities, in which form nearly 
the whole of our national debt has been contracted. It was also the 
foundation of our permanent funded debt ; all previous loans, with 
the exception of some raised upon terminable annuities long since 
expired, having been obtained upon obligations of the nature of 
our unfunded debt, the principal as well as the interest being pay- 
able at fixed periods. A small portion of these obligations were 
Navy Bills, but they consisted principally of tallies, a species of 
voucher that would probably have long been forgotten but for the 
singular custom by which the use of them was retained in the 
Exchequer, down to a very recent period. They are thus described 
in Madox's History of the Exchequer : — 

" These tallies were pieces of wood cut in a pccnliai- manner of corre- 
spondency: for example, a stick or rod of hazel (or, perhaps, of some other 
wood), well dried and seasoned, was cut square and uniform at each end 
and in the shaft. The sum of money which it bore was cut in notches in 
the wood by the cutter of tallies, and likewise written upon two sides of it 
by the writer of tallies. The tally was cleft in the middle by the Depaty 
Chamberlains, with a knife and mallet, through the shaft and the notches, 
whereby it made two halves, each half having a superscription and a half 
part of the notch or notches — a notch of such a largeness signified M^, a 
notch of another largeness Gl, &c. It being thus divided or cleft, one part 
of it was called a ' tally,' and the other a ' counter-tally,' . . . and when 
these two parts came to be joined, if they were genuine, they fitted so 
exactly that they appeared evidently to be parts one of the other."* 

This peculiar mode of recording money transactions was very 
general when the art of writing was confined to few persons ; and, 
before the invention of that art, similar means may probably have 
been employed to preserve the memory of historical events. 

The quipos, or knotted cords of various colours, in use by the 
Peruvians at the period of the discovery of America, have been 
supposed to contain regular annals of their empire, although that 
opinion was discountenanced by Dr. Robertson.' Lord Erskine, 
in one of his most celebrated speeches, the defence of Stockdale, 
mentions having seen in his youth a naked savage addressing the 

' MacauLay iv. 502. 

" ParliameHtary Paper, No. 443 (1858), p. 85. I had recently in my possession one 
of these tallies, dated in 1811, which resembled more the rude contrivance of the denizens 
of a wilderness, than a voucher issued from the exchequer of one of the most powerful 
monarchs reigning over one of the most polished nations of the globe. 

■* Hkt, Amer.y book vii. 
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governor of a British colony, " holding a bundle of sticks in his 
hand as the notes of his unlettered eloquence."' 

The word " tally," from the French tailler, to cut, is evidently 
employed in the same manner as the word " score," derived from the 
Saxons, who appear to have been in the habit of making a score, or 
notch, at every twentieth enumeration, and hence the prevalence 
in the agricultural districts of the practice of counting by scores or 
twenties. From the word " tally" is derived the title of teller or 
tallier of the Exchequer, an officer whose dignity is alluded to by 
Pope in the couplet — 

" From him whose quills stand qnirer'd at his ear, 
To him who notches sticks at Westminster."' 

We find frequent reference to tallies in our literature. Jack 
Cade is made to bring forward the following, among other charges, 
against Lord Say : — " And whereas, before, our forefathers had no 
books but the score and tally, thou hast caused printing to be used."^ 

The discontinuance of the use of tallies at the Exchequer did 
not take place until 1826, and was rendered memorable by a very 
unfortunate event. Orders having been given, in 1834, for burning 
all the old tallies, the persons employed in doing so used the 
stoves of the House of Lords for the purpose, and so over-heated 
the flues as to cause the fire that burned down both Houses of 
Parliament on the 16th October in that year."* 

Originally, tallies were merely instruments of acquittance for 
money due to the Crown and paid into the Exchequer ; but they 
were also, from a very early period, issued as assignments of anti- 
cipated revenue. In such cases they were called " tallies of antici- 
pation," or " tallies of pro.^' The latter expression was probably 
derived from the deaUngs of the Lombards with the Exchequer, 
pro being an Italian word signifying gain or benefit."^ It is true 
that Mr. Chisholme, in his learned and able Notices, S^c, of the 
Public Debt,^ asserts that there is no instance of tallies of pro 
bearing interest before the reign of Charles II. j but a similar 
apparent contradiction regarding the loans of the Lombards to the 

• Erslane's Speeches it 263. ' Epistle to Lord BoUnffbroke. 
' Henry VI., act. iv., scene 7. 

* The curiosity about tallies excited by this circumstance led to the publication in 
the Times of the 1st November, 1 834, of a very iiill and accurate account of them, written 
by that sturdy politician and studious antiquary, William Hone. 

' The Venetian Government having, in 1171, raised a forced loan, to which all the 
citizens were compelled to contribute, it was ordained that the subscribers, who were sub- 
sequently incorporated as a company and became the celebrated Bank of Venice, should 
receive interest a raggione del quattro per cento di '^pro." This is said to be the earliest 
known instance of the <ise, now so general, of the expression " per cent.," to denote the 
ratio between two numbers. 

' "Notices of the various Forms of the Public Debt; its Origin and Progress:" 
Purliamentaiy Papers, No. 443 (1858), Appendix. 
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Crown has been already noticed. There can be no doubt, however, 
that, in both cases, interest was paid in some form ; it may have 
been included in the principal sum acknowledged, like the discount 
on a bill of exchange, which instrument the tally in its nature very 
much resembled. 

The first Parliamentary sanction to the issue of negociable 
public securities bearing interest, was the 17 Charles II., cap. 1,' 
which provided that every person advancing money to His Majesty, 
or furnishing any " wares, victual, necessaries, or goods," on secu- 
rity of the taxes granted by the Act, should have a tally of loan 
struck, and be furnished with a warrant for the repayment of the 
amount, with interest thereon, at the rate of 6 per cent, per annum, 
payable half-yearly, until the discharge of the principal ; and that 
any person entitled to money by virtue of the Act might transfer 
his claim by endorsement of the warrant duly registered.^ The 
warrants thus became the real securities, rather than the actual 
tallies ; but these, nevertheless, continued to be struck, from which 
it will be readily inferred that the tally-cutters were paid by fees."^ 

The rate of interest offered by the 17 Charles II. was increased 
to 7 per cent, in the 29 & 30 Charles II., cap. 1 (1677 and 1678) ; 
and both the 30 Charles II., cap. 1 (1678), and 31 Charles II., 
cap. 1 (1679), authorized the payment of 8 per cent, per annum 
for similar advances.* It must be understood that these Acts 
were only passed to facilitate the king's obtaining money in antici- 
pation of the taxes voted, and did not in any way pledge the faith 
of the Legislature for the repayment of the loans to be advanced. 
The House of Commons was so far from considering these as made 
to the Government of which it formed a part, that, in the height of 
the contest on the subject of the Exclusion Bill, when a dissolution 
was impending, it passed, nemine contradicente, on the 7th January, 
1680, resolutions declaring that whosoever should thereafter make 
any advances on any branches of the king's revenue, or purchase 
any tally of anticipation, or whosoever should pay any such tally 
thereafter to be struck, should be adjudged to hinder the sitting 
of Parliaments, and should be responsible to Parhament therefor.^ 

' Chisholme's Notices, &c., p. 90. ' StattUes of the Realm v. 165. 

' The fees upon payments by tallies appear to have been higher than 10». per cent. 
Pepys, in his Diary (12th May, 1665), mentions tallies for £17,500 struck for the use 
of the navy, and sidds, " But to see how every little fellow looks after his fees, to get 
what he can for everything, is a strange consideration — ^the king's fees, that he must pay 
himself for this f 17,500, coming to more than i£100." This virtuous indignation is in 
amusing contrast with the entry on the following day : — " Received my watch from the 
watchmaker — and a very fine one it is — given me by Briggs, the scrivener." Briggs 
having made the present to secure the Secretary's official influence (ii. 229). 

* SkUiUes oftlie Realm v. 858, 870, 928. ^ Commons'' Journals ix. 702. 
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Notwithstanding the high rates of interest paid upon tallies, 
we find constant mention of their being at discounts that must 
have afibrded considerable profits to those who purchased them 
upon such terms. A 6 per cent, perpetual stock, bought at 
10 per cent, below par, would only secure the holder interest at 
£6. 13s, 4d. per cent, per annum; but a tally payable in two 
years, and bearing interest at 6 per cent., would produce, if bought 
at 10 per cent, discount, more than 11 per cent, per annum. 
Pepys mentions that he held, in 1666, tallies yielding him 10 per 
cent. -^ and that, in 1667, he was offered some as a security at 
13 per cent.2 The heavy interest paid upon tallies was not the 
only burden they inflicted upon the public; they were largely 
issued for wares, victuals, and so forth, supplied for the use of the 
Government ; and it was justly remarked by Michael Godfrey, the 
first Governor of the Bank of England, in a pamphlet published in 
1693, and reprinted in Francis's History of the Bank,^ " that those 
who were to allow 15 or 20 per cent, upon their talUes, as was the 
case before the establishment of the Bank, would make provision 
accordingly in the prices they were to have for their commodities."* 

Manley, in the preface to his Interest at Six per Cent. Examined, 
made a similar observation. 

From the regulations inserted in the various Acts referred to, 
for securing the regular payment of tallies in their order of priority, 
it seems probable that there was much jobbing and corruption in 
that respect. The sum due upon tallies at the Revolution was only 
£84,888. 6s. 9d., which constituted the whole of the public debt 
at the time, with the exception of about j8300,000 arrears due 
to the army and navy.^ 

In 1693, the year before the establishment of the Bank of 
England, the national debt had increased to the following sums^: — 

Unredeemed Annaal Annual Bate 

Capital. Charge. per Cent 

Loans upon tallies . £4,472,400 £302,000 £6 15 
Navy bills. . . 1,430,439 85,826 6 10 

5,902,839 387,826 6 11 5 
Terminable annuities .... 119,275 



Total annual charge . . £507,101 
(End of Part IV.) 



' Diarg ii. 412. ^ Ibid. iii. 240. ' 3rd edit.; Longman, London; no date. 
< Page 243. ' Parliamentary Paper, No. 443 (18S8), p. 93. ' Ibid. p. 2. 



